CHAPTER VIII
TAXES AND BOUNTIES TO CORRECT MALADJUSTMENTS
§ 1. in the course of the second Part of The Economics of
Welfare I discussed at length a number of maladjustments in
the allocation of resources between different employments,
which tend to come about when private self-interest has free
play. I was not concerned in that discussion, nor am I con-
cerned now, with what are sometimes called " errors of distri-
bution " in the aggregate income of the community as between
rich people and poor people. The facts of distribution in this
sense being taken — provisionally — as an unalterable datum,
there still remain important maladjustments, which prevent
resources from being allocated in the optimum manner. Of
these maladjustments there are two principal causes. The
first is that, in respect of certain goods and services, the
return at the margin which resources devoted to making them
yields to their makers is not equal to the full return which
the community as a whole receives, but falls short of or exceeds
that return. In other words, the value of the marginal private
net product of resources so employed is greater or less than
the value of the marginal social net product. The second
cause is that in respect of certain goods and services, the ratio,
so to speak, between people's desire and the satisfaction which
results from the fulfilment of desire is greater, or less, than
it is in respect of other goods and services. In view of the
detailed discussion contained in The Economics of Welfare it
will be sufficient here to illustrate these statements in a
summary way.
§ 2. The value of the marginal social net product exceeds
that of the marginal private net product when resources
yield, besides the product or service which is sold and paid
for, other products or services for which no payment can be
collected. Thus, as Sidgwick observes, " it may easily happen
that the benefits of a well-placed lighthouse must be largely
enjoyed by ships on which no toll can be conveniently levied "-1
Again, uncompensated services are rendered by investments
1 Principles of Political Economy, p. 406.
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